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SUMMARY 

As of mid-year 1982, the Boston economy continues to show 
surprising strength and good health in this time of national recession 
and its toll of decimated industries, regions and high unemployment. 
Boston was still gaining jobs in 1981, though at a lesser rate than the 
more substantial increase in 1980. In fact, Boston's 1979-81 employment 
growth rate outperformed that of the Metro Area, which, in turn, was 
larger than that of the State and the New England Region, which did 
better than the Nation as a whole. Boston and the Metro Area had also 
surpassed the Nation as a whole in the rate of growth in personal income 
in 1980 (in comparison with 1979). 

Since 1976, the Boston economy has generated 54,000 (net) new jobs, 
largely in a broad range of services activities, which loom large in the 
economies of the Metro Area and the New England Region. Boston's dynamo 
role has spurred an extraordinary period of employment growth for the 
Metro Area and the New England Region, which have outperformed the 
Nation as a whole (in the years 1976-81). As a consequence, New England 
was recently dubbed "a resurgent region". 

The recent transformation and modernization of the Boston and New 
England economies, with an expanding economic base in professional, 
business, legal, and engineering services, medicine, higher education, 
recreation and tourism, and new technology industry, have made the 
Region less vulnerable to recession. Nevertheless, the national 
economic recession is impacting the City and Region and unemployment 
rates are edging up, though lagging the rise for the Nation as a whole. 
Boston's unemployment rate is higher than that for the Metro Area and 


the Region, though less than that for the Nation as a whole. Boston's 
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higher unemployment rate, in comparison with the Metro Area, is more 
reflective of the composition of its population and labor force, with 
its relatively large share of youth, minorities and women, than it is of 
the City's economy. (Boston resident workers make up only one-third of 
Boston's jobs.) Even with the good health of the City's economy, 
Boston's labor force is vulnerable. If the recession is protracted, 
Boston and New England would surely be more impacted. 

The current good health of Boston's economy is also evidenced by 
the latest information on the City's office and hotel industries. 
Occupancy rates are high (and, in the case of hotels, rising), and 
rental rates and room rates are mushrooming briskly. Space is short and 
demand is strong. 

The pervasive growth in Boston's services activities and the Metro 
Area's high technology industry, and the consequent shortage of space 
and facilities of all kinds, have spawned an extraordinary development 
boom, in the City, which continues unabated, making Boston a bedlam of 
construction activity for years to come. With six million square feet 
of office space and five thousand hotel rooms under construction or 
planned, and substantial investment on stream in retail establishments, 
higher education and medical facilities, cultural activities, 
manufacturing industry and public transportation, housing and other 
private and public uses, more than 50,000 new jobs will be created in 
Boston over the next five years. 

Spurred by investment expansion in services activities and high 
technology industry, Boston and the Metro Area are expected to have 
substantial growth in employment in the 1980s. Analyses based on recent 


projections of the national, regional and metro area economies, 
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show that Boston and the Metro Area, with their recent economic 
transformation, are in the mainstream of those sectors of the national 
economy expected to grow most rapidly. Employment growth in Boston and 
the Metro Area is projected at more than 65,000 and 400,000 jobs, 
respectively, in the 1980-90 decade. 

The recent experience and prospects of the Boston economy highlight 
the mismatch between the economic activity generated by the City and the 
resources available for public services. The Boston economy produces a 
rising level and a major share of State revenue raised; currently, $882 
million, or eighteen percent of the total. In contrast, in FY'82, 
Boston had to reduce departmental expenditures by $121 million, or 27 


percent, and municipal employment by 3,820, or nineteen percent. 


EMPLOYMENT IN BOSTON 

Boston gained an estimated 4,300 jobs in 1981, in comparison with 
the larger advance of 15,700 jobs in 1980, and the overall increase of 
54,100 jobs in the five-year period 1976-81. See Table 1. Growth in 
the finance and services industries accounted for 40,000 of the net new 
addition of 54,100 jobs, highlighting the importance of these activities 
to the well-being of the City, Metro Area, and Regional economies. The 
City's role as a leading edge in these activities expanding most rapidly 
is demonstrated by the 81 percent of business services employment in 


Massachusetts accounted for by the Boston Labor Market Area in 1981.+ 


Massachusetts Division of Employment Security, Business Support 


Services in Employment in Massachusetts, 1975-1980, Table 4, 
March 1982. 
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The transformation and modernization of Boston's economy, in the 
last decade, has made it less vulnerable to the current economic 
recession, in contrast to that of the early 1970s when Boston and New 
England were more severely impacted than the Nation as a whole. 

Even in manufacturing, where Boston has achieved relative stability 
following a loss of more than 50,000 jobs in the 1960s and early 1970s, 
the City's principal industries of printing and publishing, apparel, and 
food processing, and the newly expanding industries of instruments and 
machinery have held their own, in contrast to the nationally impacted 


steel, autos and consumer durables sectors. 


EMPLOYMENT TRENDS IN BOSTON, THE METRO AREA, 
AND THE NEW ENGLAND REGION 


In the last three years (1979-81), Boston has outperformed the 
Metro Area, the State and the New England Region, with a higher annual 


rate of growth in employment. See Table 2. 


BOSTON'S DYNAMO ROLE 

Boston's dynamo role is seen in its 46 percent share of its Metro 
Area employment in services activities, and the Metro Area's 34 percent 
share of services activities jobs in the New England Region. See Table 
3. The special significance of this lies in the fact that services 
activities account for the major share of the recent growth in 
employment in New England and its stellar performance in the current 


national economic recession in relation to that of the nation as a whole 
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and most other regions. This performance led to the characterization of 


New England as "a resurgent region". 


UNEMPLOYMENT 

As the national economic recession deepens, unemployment rates in 
Boston are edging up, but continuing to lag behind that of the nation as 
a whole. See Table 4. Thus far, in 1982, Boston's unemployment rate is 
less than that of the Nation though greater than that of the Metro Area. 
This contrasts with the more severe impact of the recession of the early 
1970s on Boston; in 1976 the City's unemployment rate, as well as those 
of the Metro Area and the State were well above that of the Nation as a 
whole. The effect of the broad improvement in economic conditions in 
Boston and the Metro Area since 1976 is seen in the reduction of 
unemployment rates to levels below that of the Nation as a whole in 1980 
and 1981. 

Boston's unemployment rate also reflects the composition of its 
labor force which includes minorities (26 percent), with their higher 
rate of unemployment (9 percent, in 1980). Boston's resident workers, 
who hold one-third of the City's jobs, are more vulnerable to the 


national economic recession than the City's economy as a whole. 


Jackson, Masnick, Bolton, Bartlett, Pitkin, Joint Center for 
Urban Studies of MIT and Harvard, Regional Diversity, 
Growth in the United States, 1960-1990, 1981. 
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PERSONAL INCOME PER CAPITA 

The relative good health of Boston and its Metro Area is also seen 
in the more rapid growth in their personal income per capita in 1980 
(13.2 percent) in comparison with the United States as a whole (10.1 


percent). See Table 5. 


BOSTON'S OFFICE AND HOTEL INDUSTRIES 

The good times for Boston's office and hotel industries, which 
accommodate a major share of the City's expanding services activities, 
is graphically seen in recent reports of a broad rise in office rentals 
and hotel room rates, while occupancy levels remain high. 

A survey carried out by the Building Owners and Managers 
Association of Boston in April 1982 revealed that 74 percent of Class A 
Office Space (built since 1960) was renting for more than $20 a square 
foot in Spring 1982, in comparison with 35 percent a year earlier. See 
Table 6. At the same time, the vacancy rate was a low 3.4 percent in 
contrast with 5.8 percent of 1979 and the 9.6 percent of 1978. 

Over approximately the same period (first three months of 1981 and 
1982), the dollar level of hotel room sales increased by 20 percent, and 
food and beverage sales by 18 percent. In this period, the occupancy 


rate increased marginally. 


DEVELOPMENT UNDERWAY AND PLANNED 

Boston continues to enjoy a broad development boom with 
construction activity scheduled for the next two, three, four and five 
years, while new investment has begun to decline in many other large 


cities. 
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As of mid-1982, six million square feet of office space are under 
construction or planned, representing a 21 percent increase in Class A 
office space. See Table 7. This includes the rehabilitation of more 
than one million square feet of office space. Boston has emerged as the 
leading city in the Nation in the rehabilitation and preservation of 
Older office Betidtaese 

Hotel construction underway and planned will add 5,000 hotel rooms 
to the existing stock of 7,000, representing an expansion of seventy 
percent. 

New retail facilities underway, with 1.2 million square feet of 
space under construction, reflects the revival of the City as a retail 
trade center with growth in Downtown employment, population, tourist 
visitors and suburban shoppers. 

Substantial new construction is also underway and planned in 
industrial facilities, housing, institutions of higher education and 
medicine, as well as public transportation and cultural facilities. 

Altogether, $4.5 billion of development contruction is underway or 
planned, signifying the creation of more than 50,000 new jobs over the 
next five years, and further advancing the transformation and 
modernization of Boston's economy. 


E U.S. Real Estate Investment Report, The Rehabilitation of Office 


Buildings, Harrison Wehner, Publisher, Arlington, Va., March 
1982. 
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OUTLOOK FOR THE 1980-90 DECADE 

As a consequence of the development construction of the last 
decade, and the related transformation and modernization of the City's 
economic base, sie Boston economy is now well represented in those 
sectors of the national economy expected to grow most rapidly. The 
investment currently underway and planned will further enhance the good 
prospects for expansion of employment and economic activity in Boston. 

Recent national economic projections recognize the significance of 
the change in economic structure in the Metro Area, the State and the 
New England Region. 

Projections incorporating the recent experience and analyses of 
future prospects suggest an important potential for job growth in Boston 


and the Metro Area in the 1980-90 decade. See Table 8. 


STATE REVENUE RAISED IN BOSTON 

Boston's economic activity generates very substantial revenues for 
the Commonwealth of Massachusetts. Boston, with ten percent of the 
State's population, currently generates eighteen percent of State 
revenue raised in income and sales taxes. See Table 9. It is estimated 


that Boston will raise $881 million of revenue for the State in FY'83. 


PY. 52) IMPACT OF. ‘2730 

The mismatch between Boston's generation of economic activity and 
resources available for public services is startling, as seen in the 
impact of "25". 


Under '"2'', Boston absorbed 18 percent of the statewide tax levy 


reduction in FY'82 and is scheduled to absorb 38 percent of the 
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statewide cutback in FY'83. See Table 10. The City's departmental 
operating budget was forcefully reduced by 27 percent in FY'82, 
including a 23 percent curtailment in public safety expenditures. 
Municipal employment was reduced by 3,800 jobs, in 1982, representing a 


decline of 19 percent in one year. 
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Table l 


EMPLOYMENT IN BOSTON (SUFFOLK COUNTY) BY MAJOR INDUSTRY 


1976 1979 1980 1981" 
Manufacturing 56,492 Linge daha} 55,046 53,045 
Transportation, Communications 
and Public Utilities B5 fUL4 36,116 38,213 39,258 
Trade 93,099 91,428 91,656 91,295 
Wholesale 32,863 29,817 30,963 29,992 
Retail 60,236 61,691 60,693 61,303 
Finance, Insurance, Real Estate 62,858 65,554 69,749 124933 
Services 1635051 183,480 191,439 193,283 
Proprietors 10,989 phd et, 11,480 Lor 
Construction and Other 10,407 10,842 115453 11,432 
Government (Federal, State, 
& Local) 88,592 eels 1029121 102,689 
Total 521,402 555,433 Vb hog EP 575,508 


1981 estimated on the basis of change over the 12-month period, 
first half 1980 to first half 1981, as reported by the 
Massachusetts Division of Employment Security. 


Source: Boston Redevelopment Authority Research Department, 
based on U.S. Bureau of Economic Analysis Employment 
Series for Suffolk County and the Massachusetts 
Division of Employment Security. Boston accounts for 
an estimated 96 percent of Suffolk County Employment. 
See Boston Employment Trends, 1979-1980-1981, June 


1982; Economic Characteristics of Boston, June 1981. 
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Table 2 


BOSTON EMPLOYMENT TRENDS IN COMPARISON WITH THOSE FOR THE 
NATION, THE NEW ENGLAND REGION, THE STATE AND THE METRO AREA, 


1976-81 
Boston Boston 
United New Metro (Suffolk 
States England Massachusetts Area County) 


A. Thousands of Workers 


1976 79,382 4,787 2514 1,268 521 
1979 89 ,823 Seeks 2,003 1,443 spo) 
1980 90,600 5,474 2,648 1,474 SL 
1981 91,541 a oU4 2,664 1,493 575 
B. Annual Rates of Growth (In Percent) 
1979-81 1.0 L0 ie NLA Do 
1976-81 229 268 Fae 9 S23 2.0 


Non-Agricultural wage and salary employment. 


Sources: U.S., New England, Massachusetts, and the Boston Metro 
Area from the U.S. Bureau of Labor Statistics, "790" 
Series. 
Boston — See Table 1 Source citations. 
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Table 3 


BOSTON'S EMPLOYMENT AND POPULATION ROLE IN RELATION TO THAT OF THE 
METRO AREA AND NEW ENGLAND, 1980 


Employment 


Broad Range 
Of Services Manufacturing Total Population 
(Thousands) 
City of Boston  ,, 288 54 549 * 563 
Boston Metro Area 631 299 1563 2,760 
New England Region 1,864 Jk gid S 6,114 a es 
(In Percent) 
City as Share of Metro Area 46 18 oh 20 
Metro Area as Share of 
New England Region 34 20 26 Im: 


xx Calculated at 96 percent of Suffolk County. 

Standard Metropolitan Statistical Area. 

Sources: U.S. Bureau of the Census, U.S. Bureau of Economic 
Analysis, Massachusetts Department of Employment 
Security, Boston Redevelopment Authority. 


Table 4 


UNEMPLOYMENT RATES 


1976 19791980. _1981__1982_ 
Boston TiGiXpae, (6 sStaa MEG.) ©6. 62m Est 3Z 
Boston Metro Area 9.1 Se bwe 5.4 hore 
Massachusetts Jeg es He) One gi7 
United States 7.7 5.8 rial 7.7 95555 


* 

x April 1982 

May 1982 

Sources: U.S. Bureau of Labor Statistics; Massachusetts 
Division of Employment Security. 
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Table 5 


PERSONAL INCOME PER CAPITA 


Boston Boston 
United Metro Arga (Suffolk 
States Counties County) 
Dollars 
$3,714 $4,273 $3,897 
8,638 9,544 8,265 
9,511 10,803 9,353 


Percent Change (Annual Rate) 
10.1% 3% 2% [hs rar 4 


8.8% 8.42% 7.8% 


Boston-Lowell-Lawrence-Haverhill-Brockton Metro Region, 
including Essex, Middlesex, Norfolk, Plymouth, Suffolk and | 
Rockingham (N.H.) Counties. 


Source: U.S. Department of Commerce, Survey of Current 
Business, April 1982, "Revised County and Metropolitan 
Area Personal Income. 
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Table 6 


BOSTON OFFICE AND HOTEL OCCUPANCY AND 


RENTAL RATES 
Le HOTELS 
Change 1981-1982 
(First Three Months) 
Occupancy + 0.7% 
Room Rate +13.52 
Number of Guests + 6.6% 
Guest Rate +12.4% 
Room Sales +19.9% 


Food & Beverage Sales +17.8% 


II. OFFICE BUILDINGS (CLASS A - BUILT SINCE 1960) 


Vacancy Rates 


1978 9.6% 
1979 wyath 4 
1980 Sires 
Apr. 1981 ted yk 
Oct. 1981 yA My 4 
Apr. 1982 334% 


Percentage of Office Space with Rents Greater than 
$20 a Square Foot 


Spring 1981 324 
Spring 1982 742 


Sources: Pannell, Kerr, Foster, Trends in the Hotel Industry, Boston, 
March 1982. 
Building Owners and Managers Association of Greater Boston, 


"Downtown and Back Bay Office Occupancy Survey," May 1982. 
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Table 7 


DEVELOPMENT PROJECTS UNDERWAY AND PLANNED IN BOSTON 


Development Physical Construction 

Cost Unit of Jobs Permanent 

(Millions) Measure (Man Years) Jobs 

* 
1. Office Buildings $520 Defoe, 00uesdett. ~1Ll,700 23,000 
Tie Hotels 456 5,000 rooms 10,680 3,000 
4 
Pit... Retail 109 1,200,000 sq.ft. 2,465 Shee, 
B 
LV. Industrial Po 3,026,000 sq.ft. 1,684 8,646 
V. Housing 309 5,700 housing 8,118 - 
units 
VL. Medical Zi5 1,188,000 sq.ft. 3,960 3,015 
VII. Higher Education 112 = 1,620 4,590 
VIII. Cultural Facilities 179 - S107 1,790 
Tx. Public 2,180 - 26,760 - 
Transportation 

xe Other 240 ~ 5,750 3,860 
Total $4,531 75,894 Si OL? 


4x New and Renovation/Conversions. 
Does not include other public investment. 


Source: Boston Redevelopment Authority, Planning for Boston's 


Next Decade of Development, 1980-90 (Draft report). 
Boston Redevelopment Authority, A Special Report on 


Fiscal Productivity, June 1981. 
Boston Redevelopment Authority, unpublished information, 
June 1982. 
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Table 8 


PROJECTIONS OF EMPLOYMENT FOR BOSTON AND THE 


METRO AREA 
Boston 
Boston Metro 
(Suffolk Region 
County) Counties 


(Number of Workers) 


1976 521,042 1,776,134 

1979 | ayo oaks: 1,997,786 

1990 Projected 640,000 2,484,000 
(Change) 

1976-79 34,471 WPAN | fos 

1979-90 Projected 84 ,487 486,214 


(Annual Rates of Change in Percent) 
1976-1979 Die 4.0 


1979-90 Projected eo 2.0 


Source: Boston Redevelopment Authority based on: 


(1) Boston Redevelopment Authority, Boston and the Metro Region, 


Center of a Resurgent New England; Population and Employment 


Projections, Dec. 1981. 
(2) Analyses of the report by the U.S. Department of Commerce, 


Bureau of Economic Analysis, entitled, 1980 OBERS BEA Regional 
Projections, Vols. 1,3 and 4, July 1981. 

(3) The 1979-81 Employment and Development Experience of Boston; see 
Tables 1,2, 6 and 7. 
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Table 9 


STATE REVENUE RAISED IN BOSTON 
FISCAL YEAR 1983 (PROJECTED) 
(Millions of Dollars) 


State Share Raised in Boston 
Tax 


Revenue Percent Amount 


i. State Individual, Corporate, & 
Bank Income Tax $3,386 


City Share of State Gross 
Product 21% 


Estimated State Income Tax 
Revenue Raised in Boston $718 
II. State Seles & Related Taxes 
Raised $1,643 
City Share of Sales Tax? 10% 
Estimated State Sales & 
Related Taxes Raised in Boston $164 


III. Total State Revennee $5,029 


City Share of State Revenue 
Raised 18% 


Estimated State Revenue 
$882 


Raised in Boston 


Sources: : Massachusetts Taxpayers Foundation, State Budget 
Trends, 1974-1983. 


‘ See Tables 2-17 for City Gross Product, and Federal 
Reserve Bank of Boston Estimates of Massachusetts 
3 State Gross Product (both for 1980). 


U.S. Bureau of the Census, Massachusetts 1977 Census of 
Retail Trade. 
Estimated, BRA Research Department. 
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Table 10 
IMPACT OF '2%5"' 


Levy Reduction 


FY82 FY83 
Boston (Millions) $ 88.0 $766.0 
Massachusetts (Millions) $486.2 S1Ll463 
Boston as a Percent of Mass. 18% 38% 
Source: Massachusetts Department of Revenue 
Expenditure Reduction 
A b Percent 
FY81 FY82 Change 
Boston Municipal Expenditures 
Total (Millions) $1,002 $901 -10% 
Operating Departmegts 453 332 -27 
School Department 268 263 - 2 
County Government 14 ll -21 
Capital Outlays, 28 19 -32 
Fixed Charges 216 221 + 2 
% City of Boston, Budget Expenditure Information 
City of Boston, Budget Appropriation Information 
Includes abatement payments (above overlay allowance) of 
AS $23 million in FY81 and $55 million in FY82. 
Includes prior year school cost overruns of $25 million in 
wee FY81 and $29 million in FY82. | 
Includes debt service, pensions, and state assessments. 
Operating Departments $453 $332 -27% 
Public Safety 129 99 -23 
Community Services OF 56 -42 
Social Services 50 fabs -50 
Health and Hospitals 106 102 - 4 
Other AL 50 -30 
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Table 10 (cont'd) 


III. Boston City Government Employment Reduction 


Municipal School Total 

(Number of Employees) 
1947 19,315 5,919 19,234 
1967 14,575 6,849 21,424 
1972 16,058 8,228 24 ,286 
1980 12,938 7,935 20019 
1981 12,863 tiple al 20,394 
1982 10,078 6,496 160.14 

(Change in Number of Employees) 

1947-82 -3,237 +577 -2,660 
1947-67 +1,260 +930 +2,190 
1967-81 -1,712 +682 -1,030 
1981-82 -2,785 -1,035 -3,820 

(Change, in Percent) 
1947-82 -24% +10% -14% 
1947-67 + 9 +16 +11 
1967-81 -12 +10 - 5 


1981-82 -22 -14 aa 


Source: City of Boston Auditing Department, Annual Reports, 1947-1979. 
Boston Municipal Research Bureau, 1980, 1981,1982. 


See Table 2-16. 
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